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Abstract 
The establishment of tertiary institution causes mass inflow of students and increases housing demand. Landlords may not be 
sympathetic to them, but it puts financial pressure on students. This study aimed at evaluating the effect of such a University on 
house rent in Ogbomoso, Nigeria. Data was collected by using questionnaire survey on 1800 respondents chosen through stratified 
conditional random sampling. After statistical validation, the study revealed short supply of housing and Landlord’s decisions as 
two major factors responsible the increase in house rent. The paper argued that legislation controlling the house rent is essential to 
secure both parties’ interest.  
© 2015 The Authors. Published by Elsevier Ltd. 
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1. Introduction 
The establishments of new projects or developments in any community do exert some influences on the locality 
where it is sited and the people amongst whom it is situated (Todd, 2007, Abram, 1966). The level and the degree of 
such influence will however depend on the nature and magnitude of such a project. The effects of project on the 
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community where it is sited may be positive or negative. It could also be from the perspective of social, cultural, 
political or combination of all. 
The establishment of Ladoke Akintola University of Technology (LAUTECH) in Ogbomoso has led to increase in 
the movement of people from outside Ogbomoso into the city at an alarming rate. The institution is seen as a growth 
centre that attracts or generates sufficient impact on the economy. It creates employment opportunities to both native 
and non-native of the city. Development of Ogbomoso city was not so rapid in the past, before the establishment of 
institution. The multiplier effects the institution has had on the city include creation of employment and serve as a 
centre of human resource training and research. Beside the natural increase in population in Ogbomoso, migration of 
students, institution workers, traders and artisans resulting from the attraction generated by the institution has had an 
apparent increase in housing demand in Ogbomoso. 
The increase in housing demand in Ogbomoso where the institution is situated has resulted to increase in the house 
rental value. In the course of this paper, we will explore the growing problem of housing supply shortages as it affects 
the rental value of housing in Ogbomoso. We evaluated the house rents in line with respondents’ judgments. The 
paper also identified and suggested how housing delivery can be made within Ogbomoso in a way that it will be a 
relief to the people especially the low income earners within the city. 
 
2. The Study Area  
 
Ogbomoso was formerly a thickly forested area which has presently become savannah land. A group of about five 
settlers who were hunters came together under the canopy of the ALONGO Society and found the settlement about 
the middle of the 17th century (Oyerinde, 1934). Ogbomoso is an Oyo- Yoruba city which occupies space in the north-
eastern part of Oyo state. Ogbomoso city is the second largest in Oyo state and comprises of five local government 
areas namely Ogbomoso North, Ogbomoso South, Orire, Surulere and Ogo-Oluwa local government areas. 
Ogbomoso lies on 8ꞌ 10ꞌꞌ North of the equator and 48ꞌ10ꞌꞌ East of Greenwich Meridian. The city now lies within the 
derived savannah region and it is a gateway to the Northern part of Nigeria from the south. It has the tropical wet and 
dry climate, it falls in the transition zone between the rainforest and the savannah, and it has a mean annual rainfall of 
about 1200mm. The mean monthly temperature between April and October is the wet session while between 
November and March has a high daily range in temperature. It is the typical harmattan session where high radiation 
cooling under clear skies at night causes temperature to fall as low as 18oc. 
The inhabitants of Ogbomoso city are predominantly Yorubas with smaller percentage of non-Yorubas exhibiting 
the culture with some traits of other cultures which are largely the result of acculturation (Johnson, 1921). The people 
are traditionally and predominantly farmers who farm both far and near their settlement. Other people who are not 
farmers engage in trading, teaching, civil service and grafting among others. 
 
3. The Review of the Past Studies 
 
Housing as a shelter is a basic necessity of life and one of the most important needs of man, others are food and 
clothing. All houses are shelters but not all shelters are houses (Agbola and Kassim. 2007, Abram, 1966). Maximum 
quiet environment, living and outdoor space, privacy, cleanliness, safety and aesthetic satisfaction are some basic 
needs and aspiration of the users that must be fulfilled in a shelter before it can become a house (Agbola and Kassim, 
2007). The importance of housing to a nation and its people cannot be over-emphasised. It has great significant impact 
on the welfare, health, social, productivity and economic well-being of the individual within the society (Akintunde, 
2008; Agbola and Kassim, 2007; World Bank, 1990; Abram, 1966). House is the physical structure which human 
beings use for shelter (Oluwande, 1983). Standard house enhances improvement in the comfort and influences 
individual productivity.  
Adequate housing is important for effective performance of man. However, a large proportion of the Nigerian 
population lives in sub-standard, poor housing and in deplorable unsanitary residential environments (Onibokun, 
1985). According to Glaeser et al (2001), the rate of the household that lives in the city increased between 1960 and 
1990 whereas, the growth rate in the suburbs fell.  
Two measures of the intensity of urban housing demand are house price and the rate of house price growth. In 
some cities, housing is in inelastic supply because there is little or no open land and local regulations either to restrict 
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development or make it prohibitively expensive or slow. In that case, demand for a location leads to bidding up of the 
price of land in order to equilibrate housing demand with the available supply (Todd, 2007). Indeed, when compared 
house rent across cities and towns, areas that presumably have higher demand because they offer better amenities and 
fiscal conditions exhibit higher house rent (Roback, 1982). 
The low income, landless individuals and people who cannot favourably strive in the competitive environment 
created by market mechanism are virtually not favoured by the market mechanism. Consequently, the government 
had to intervene, using policies, legal and Para-legal to control, to some extent, the operating forces in the housing 
sector to bring housing to the reach of a large proportion of the populace (Olatubara, 2007). This introduces the issue 
of housing policy with aim of achieving the objectives of obtaining the optimal use of existing housing resources to 
ensure adequate housing for all households, guide the location of new building, be responsible for the housing needs 
of special people and to influence the policies of public authorities in allocating housing (Olatubara, 2007). 
Agbola and Adegoke (2007) see housing as an expensive economic product which requires large capital outlay and 
has always being posing problems to majority of Nigerian populace due to unequal distribution of income. This 
consequently led to the gap between the housing supply and demand. 
 
4. The Theoretical Bases 
 
The housing production and consumption basically revolved round the producers and consumers. The consumer 
demand, production and cost theories are explained to show the relationship between the housing consumers and 
producers as they affect housing consumption.   
 
4.1. Consumer Demand Theory 
 
Bernoulli Nicholas developed the first consumer demand theory and later extended by John Vom Nenmann and 
Oskar Morgenstern (Lancaster, 2008; Pearce, 1964). The theory proposed that consumers make decisions based on 
the expected outcomes of their decisions. Consumers were viewed as rational actors who were able to estimate the 
likely outcomes of different decisions and select the outcome which maximised their well-being (Lancaster, 2008).  
The theory of consumer demand can be in term of individual’s demand for a commodity and the market demand 
for a commodity. The quantity of a commodity that an individual is willing to purchase over a specific period of time 
depends on the price of the commodity, the person’s income, the prices of other commodities and individual tastes 
(Pearce, 1964). By varying the price of the commodity under consideration and keeping constant the individual’s 
income, tastes and prices of other commodities (the assumption of ceteris paribus), we get the individual’s demand 
curve. This explains the individual’s demand for a commodity. While holding other factors constant, house rent 
determines the individual demand for housing. The market demand for housing depends on all the factors that 
determine the individual’s housing demand and the number of housing consumers in the market. 
 Consumer demand is defined as the quantity of goods or services that a consumer is willing and able to buy at a 
given price in a given time period. Market demand for housing is the sum of the individual demand for a housing units 
from different consumers within a particularly community (Kurz and Salvadori, 1995). If more consumers demand 
for housing units and they have the ability to pay for the rent, then the demand at each price level will rise. Demand 
for housing in economics must be effective when a consumers’ desire for a housing unit is backed up by the ability to 
pay for it. The consumer either in terms of tenant or buyer must have sufficient purchasing power to have any effect 
on the allocation of the limited available housing units.  
Effective housing demand however depends on the availability of housing in the market based on the housing 
supply by the producer.  
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4.2. Production Theory 
 
The quantity of a commodity that a producer is willing to sell over a specific time period depends on the price of 
the commodity and the production cost of the commodity (Felipe and Adams, 2005). The housing supply schedule 
and supply curve depends on housing rent while holding other factors constant. The lower the house rent, the smaller 
the number of housing unit that would be offered by the supplier.  
The market supply of a commodity depends on all factors that determines the individual producer’s supply and, in 
addition, on the number of producers of a commodity in the market (Kurz and Salvadori, 1995). When the quantity of 
a commodity demanded in the market per unit of time equals the quantity of the commodity supplied to the market 
over the same time period, it refers to the equilibrium position.  
The available housing in the market ready for the effective housing demand necessitates the transaction cost 
between the housing consumers and producers before a final decision is made. The decision of the housing producer 
on his willingness to make the housing unit available to the consumers depends on the housing production cost. 
 
4.3. Cost Theory 
 
Cost theory is similar to production theory, they are often used together. Cost theory is used to choose the optimal 
ratio of inputs (for example, two fewer architects than bricklayers), how much should we produce in order to minimise 
costs and/or maximise profits (Tucker, 1986). The interaction between the housing consumers and housing producers 
depends on the economic factors that determine the value of properties in the market before a final transaction is made. 
These factors include: 
 
                         S 
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             Demand 1 
 
   Q1 Q2    Quantity of Houses Traded  
 
 
x The price that housing producer is willing to agree on the housing unit with the prospective consumers. 
x The actual price that the consumer is willing and able to pay. 
When the market demand for a property in a particular area is high and there is a shortage supply of such property, 
then the balance of power in the market shifts towards the sellers (Kurz and Salvadori, 1995, Sraffa, 1960). This is 
because there is likely to be excess demand in the market for the property. Conversely when demand for housing is 
weak and there are many housing units available on the market, then the power switches to potential consumers. 
When the demand for houses in a particular area increases as a result of inflow of population into the area or a rise 
in incomes, there is upward pressure on market price (Sraffa, 1960). 
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5. Method and Data 
 
The study started with extensive literatures review of relevant literature. The data was collected through 
administration of questionnaires focusing on the estimated annual house rents, reasons for increase in house rental 
value and rent evaluation. One thousand and eight hundred respondents chosen through stratified conditional random 
sampling were surveyed. Descriptive analysis was carried out using t-test to verify the results. The mean values 
predicted different inferences. This study aims at evaluating the effect of the establishment of a university on the house 
rental value in the city of Ogbomoso, Nigeria. The findings of this study were based on the comprehensive and detailed 
observations, content analysis, documentary-historical material and the analysis of the collected data. 
 
6. Results and Findings 
 
The effects of the institution on the house rental value were examined using the data obtained through the 
quantitative and qualitative methods of data collection. 
 
6.1. House Rent Value 
 
The amount paid on housing by different respondents reflected the financial ability and space preferences of 
individual due to their socio-economic classes. Housing market within Ogbomoso constituted different types of 
buildings. On this basis, a range of values were specified in structuring the responses through which respondents were 
required to indicate the class of values the rent they paid best represented.       
The Table 1 reveals the rent paid per flat annually and the annual rent paid per room. As shown in the Table, the 
highest rent paid per flat is between N121, 000.00 and N150, 000.00 ($746.68 - $925.64) which is 38.89% of the total 
sampled survey while the least rent paid is between N201, 000.00 and N250, 000.00 ($1240.36 - $1542.73) which is 
1.01%. The rent between N41,000.00 and N60,000.00 ($253.01 - $370.26) is the highest rent paid per room while 
N81,000.00 ($499.85) and above is the least rent paid annually per room at the rate of N162.05 per US Dollar as 
shown in the Table 1. 
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Table 1. Estimated Annual Rent per Flat and per Room 
Annual Rent per Flat in Naira/US Dollar in Bracket Nos % 
Below N30,000.00 ($185.13) 63 03.54 
N31,000.00 - N50,000.00 ($191.30 - $308.55) 30 01.68 
N51,000.00 - N70,000.00 ($314.72 - $431.97) 69 03.87 
N71,000.00 - N90,000.00 ($438.14 - $555.38) 90 05.05 
N91,000.00 - N120,000.00 ($561.56 - $740.51) 255 14.31 
N121,000.00 - N150,000.00 ($746.68 - $925.64) 693 38.89 
N151,000.00 - N180,000.00 ($931.81 - $1110.77) 402 22.56 
N181,000.00 - N200,000.00 ($1116.94 - $1234.19) 162 09.09 
N201,000.00 - N250,000.00 ($1240.36 - $1542.73) 18 01.01 
Above N250,000.00 (Above $1542.73) 00 00.00 
TOTAL 1782 100.00 
Annual Rent per Room in Naira/US Dollar in Bracket Nos % 
Below N20,000.00 ($123.42) 153 08.53 
N21,000.00 - N40,000.00 ($129.59 - $246.84) 219 12.21 
N41,000.00 - N60,000.00 ($253.01 - $370.26) 984 54.85 
N61,000.00 - N80,000.00($376.43 - 493.68) 312 17.39 
N81,000.00 & Above ($499.85 & Above) 126 07.02 
 TOTAL  1794 100.00 
Source: - Field Survey, 2012. *Difference is constituted by respondents with no response. 
      
6.2. Reasons for Increase in Rental Value 
 
As a result of high rate of urbanisation in most of our urban cities in Nigeria, it is always challenging to acquire 
accommodation easily. This has led to increase in house rental value. This study assumed the same situation when 
evaluating the effects of LAUTECH on house rental value.  
Table 2: Reasons for Increase in House Rental Value and Rent Evaluation 
Increase in House Rental Value Reasons Nos % 
Short Supply 816 45.79 
Income Increase 114 6.40 
High Income Area 00 00.00 
Strategically Location 267 14.98 
Inflation 255 14.31 
Landlord’s Decision 330 18.52 
Total 1782 100.00 
House Rent Evaluation Rate Nos % 
Low 66 3.70 
Medium 474 26.60 
High 219 12.29 
Very High 1023 57.41 
Total 1782 100.00 
Source: - Field Survey, 2012. *Difference is constituted by respondents with no response.  
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It is therefore logical to examine the respondents’ reasons for the increase in rental value in Ogbomoso. The 
assumption is that the more challenging it is to acquire a house, the higher the likelihood of the house rental value to 
increase. It was felt that examination of consumers’ view on this will provide some insights into the reasons why there 
is increase in rental value in Ogbomoso. Suggestion of six pre-coded answers was made for respondents to objectively 
rationalise their choices that their perception best represented as shown in Table 2 
 
6.3. Evaluation of Rent 
  
In addition to the respondents’ view on the reason for the increase in house rental value, the perception of the 
respondents on the valuation of house rental value was examined in this study. The study revealed that majority of the 
respondents evaluated the house rental value to be very high. 341 respondents evaluated the house rental value to be 
very high and equivalent to 57.41% of the respondents as shown in the Table 2. 
Table 3: One-Sample T- Test 
   
Df 
           Test Value = 0 
Sig.(2-tailed) Mean 
Difference 
95% Confidence Interval of 
the Difference 
Upper                Lower 
Flat Annual Rent 155.723 1781 .000 5.833 5.76 5.91 
Room Annual Rent 133.574 1793 .000 3.022 2.98 3.07 
Reason for Increase Value 61.406 1781 .000 3.012 2.92 3.11 
House Rent Evaluation 141.262 1781 .000 3.234 3.19 3.28 
Source: Computer output data. 
 
Comparing the house rental value prior to the establishment of LAUTECH with the present time, the interview 
conducted with some Ogbomoso indigenes revealed that, the house rental value was not as high as the present time to 
the extent that 3 to 4 bedrooms flat annual rent was not more than between N1, 200.00 and N3, 600.00 only per flat 
while there was nobody to rent a room in a Brazilian type of building. This scenario confirmed that the establishment 
of LAUTECH has significantly influenced house rental value within the city. The t-test statistics in Table 3 also 
revealed that, the two-tailed p-value for this result is 0.000. The result is considered statistically significant because 
the p-value is less than alpha level of 0.05 and 0.01.The house rental value within the city had greatly appreciated 
within the last twenty years of the establishment of the institution. 
 
7. Conclusion and Recommendation 
 
The establishment of new projects or developments in any community exerts some influences on the locality where 
it is sited and the people amongst whom it is situated (Todd, 2007, Abram, 1966). The level and the degree of such 
influence however depend on the nature and magnitude of such a project. The effects of projects on the community 
where it is sited could either be positive or negative. It could also be from the perspective of social, cultural, political 
or combination of all. The foregoing discussion examined the effect of the establishment of LAUTECH institution on 
house rental value. The findings revealed short supply of housing and Landlord’s decision as the two major factors 
that contributed to the increase in house rental value within city. The information was obtained directly from the 
respondents through the survey conducted by the authors. Those who authorised the location of the Oyo state 
university of technology now LAUTECH rarely envisaged the growth potential the city would have and its effects on 
house rental value. The current population load on the quantitative housing demand is enormous. The house rental 
value is gradually getting out of reach of the common man especially among the low income earners within the city, 
who constitute the bulk of the population within the city. 
It is not uncommon to find in a tertiary institution city like Ogbomoso where increase in house rental value results 
from excess housing demand over housing supply. This also bring into focus the need to appropriate strategy for 
housing delivery at affordable prices to the inhabitants of the city especially the low income earners. This study is of 
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opinion that, there should be provision of housing for LAUTECH staff in accordance to their status which should be 
affordable across all categories of staff in order to reduce the involvement of private sector in housing delivery that is 
costly to the housing consumers within the city. Policy decision makers at the state and federal levels on establishing 
new project or development in any community which will exert some influences on housing situation should make 
important decisions to reduce the burden of the housing consumers especially low income earners within the 
community where the project would be sited. Decision making that will attract increase in population in a city, if it is 
to be effective and functional should be based on thorough understanding of the complex interactions between 
different elements within the system. The legislation controlling the house rent after the establishment of such 
institution in the city is also essential in order to protect the students’ interest as well as benefiting the landowners. 
The policy makers should be conscious of not only the immediate effects of their decisions, but also the future indirect 
effects. 
Finally, the study is significant, as it provides impacts of tertiary institutions on house rental value in developing 
city as well as providing knowledge on possible solution to protect the students’ interest as well as benefiting the 
landowners. 
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